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Year-End Duties:

Cancellation of Warrants — Old Outstanding Checks

IC 5-11-10.5: All checks outstanding and unpaid for a period 2 years as of
December 31 of each year shall be declared cancelled.

Example — At December 31, 2016;

Check #1234 was written on February 27, 2014 and has not cleared the
bank and is on the outstanding check list. At 12/31/16, it would be considered
“cancelled”.

Check #9876 was written on November 2, 2015 and has not cleared the
bank and is on the outstanding check list. At 12/31/16, this check would not be
considered “cancelled” and should remain on the outstanding check list.

Year-End Duties:

Not later than March 1 of each year, the fiscal officer shall prepare a list of all
checks outstanding for 2 or more years as of December 31.

* One copy of the list prepared is filed with Board.

* The fiscal officer keeps a copy.

The “old” checks are entered as a receipt back to the library’s ledgers to the fund
or funds from which they were originally drawn. The checks are then removed
from the outstanding check list.

If the fund from which the check was originally drawn is not known or cannot be
ascertained, the amount of the outstanding check shall be receipted into the
Operating fund
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Year-End Duties:

Encumbered Appropriations:

Those items under purchase order or contract are to be
added for each appropriation account and the total
carried to the new 2017 corresponding account.

The actual unpaid amount of the purchase orders or
contracts should be totaled and shown as a separate
amount on the appropriation ledger for 2017 (with
proper explanation) and added to the 2017 appropriation
for the same purpose.

Year-End Duties:

Encumbered Appropriations:

By carrying out this procedure, the 2017 budget will not be excepted to stand any expense
not anticipated in making the budget.

We recommend:
* the proper library officials make a listing of these encumbered items

* make it a part of their Board minutes in their last business meeting of the year

Keep in mind the appropriations encumbered and carried forward can be used for no other
purpose other than the purchase order or contract for which they were appropriated.
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Year-End Duties:

Appropriation Transfer:

Indiana Code 6-1.1-18-6 provides for transfers of appropriations:

Transfers from one major budget classification to another within a department or office if:
(1) they determine that the transfer is necessary;

(2) the transfer does not require the expenditure of more money than the total amount
set out in the budget as finally determined under this article; and

(3) the transfer is made at a regular public meeting and by proper ordinance or
resolution.

(4) Such a transfer can be made without notice and without approval of DLGF

Year-End Duties:

Names & Addresses to County Treasurer:

On or before June 1 and December 1 of each year,
the disbursing officer of each political subdivision
shall certify the

* name and

* address
of each person who has money due the person
from the political subdivision to the county
treasurer.

Upon the receipt of this information, the county
treasurer shall search the records to ascertain if any
person so certified is delinquent in the payment of
property taxes. [IC 6-1.1-22-14]




10/19/2016

Year-End Duties:

Names & Addresses to County Treasurer:

If the county treasurer finds that a person
whose name is certified to him is delinquent
in the payment of taxes, the treasurer shall
certify the name of that person and the
amount of delinquency to the official of the
political subdivision who is to make payment
to the person.

The disbursing officer shall periodically make
deductions from money due the person and
shall pay the amount of these deductions to
the county treasurer. (our emphasis)

[IC 6-1.1-22-15]

Year-End Duties:
Internal Controls Refresher

Indiana Code 5-11-1-27(g)

“After June 30, 2016, the legislative body of a political subdivision shall
ensure that:

1) the internal control standards and procedures developed under
subsection (e) are adopted by the political subdivision; and

2) personnel receive training concerning the internal control standards
and procedures adopted by the political subdivision.”




10/19/2016

Year-End Duties:
Internal Controls Refresher

Indiana Code 5-11-1-27(c) defines “personnel”:

“As used in this section, "personnel” means an officer or employee
of a political subdivision whose official duties include receiving,
processing, depositing, disbursing, or otherwise having access to
funds that belong to the federal government, state government, a
political subdivision, or another governmental entity.”

Year-End Duties:
Internal Controls Refresher

Indiana Code 5-11-1-27(h)

After June 30, 2016, the fiscal officer of a political subdivision shall certify
in writing that:

(1) the minimum internal control standards and procedures defined
under subsection (e) have been adopted by the political subdivision;
and

(2) personnel, who are not otherwise on leave status, have received
training as required by subsection (g)(2).
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Year-End Duties:
Internal Controls Refresher

Indiana Code 5-11-1-27(h) continued:

“. . . The certification shall be filed with the state board of
accounts at the same time as the annual financial report
required by section 4(a) of this chapter is filed. The certification
shall be filed electronically in the manner prescribed under IC
5-14-3.8-7”

Five components of internal
control

The five components of internal control as
described in the COSO framework are as follows:

— Monitoring

|
— Information and
Communication

— Control Activities

— Risk Assessment

Risk Assessment .
— Control Environment

Contro)'Environment
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STATE OF INDIANA

Materiality Threshold
For
Reporting Irregular
Variances, Losses,
Shortages,

And
Thefts

Materiality Threshold:
* Required by IC 5-11-1-27(j)

* All erroneous or irregular material variances, losses, shortages, or thefts of funds or
property shall be reported to the State Board of Accounts.

» State Board of Accounts will:

> determine the amount of funds involved and report to the appropriate officials

> determine the internal control weakness that contributed or caused the
condition

> make written recommendations addressing the method for correcting the
condition

> necessary internal control policies or procedures that need modification to
prevent recurrence of the condition.
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Materiality Threshold:

In general, each unit must develop their own policy on materiality
because the types and causes of variances are broad and varied.

* a $500 variance at a small library might be material
* a $500 variance at a larger library might not be material
* a 8500 variance that occurs every Friday might be material

“A public officer who has actual knowledge of or

reasonable cause to believe that there has been a A
misappropriation of public funds or assets of the public (o4
office, including:

* information obtained as a result of a police report;

* an internal audit finding; or

* another source indicating that a misappropriation has
occurred;

shall immediately send written notice of the
misappropriation to the state board of accounts and the
prosecuting attorney serving in the area governed by the
political subdivision.” /C5-11-1-27(])
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There is no materiality threshold when it comes to known theft or
misappropriation — all such instances are required to be reported
“immediately” in writing to both the State Board of Accounts and the local

prosecuting attorney.

Misappropriation occurs when an employee or in-house contractor of the
political subdivision wrongly takes or embezzles public funds.

STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER

Copy of State Examiner Directive 2015-6:
http://www.in.gov/sboa/files/Directive 2015-6.pdf

Sinc
R ©. Ny

Paul D. Joyce, CPA
State Examiner
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Memo 4/7/2016 regarding Directive 2015-6

STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOY

STATE BOARD OF ACCOUNTS

302 WEST WASHINGTON STREFT
ROOM E415

INDIANAPOLIS, INDIANA 46204 2765

Telephone: (317) 232.2513
Fax (317) 2024711
Web Site: www.in gov/sboa

Date: April 7, 2016
To: Al political subdivisions

Re:  Amended State Examiner Directive 20156
Materiality threshold for reporting irregular variances, losses. shortages, and thefts

The State Board of Accounts received several questions regarding the interplay between Ind. Code § 5-
11-1-27(j), which requires a materiality policy for reporting irregular variances, losses, shortages, and
thefis; and Ind. Code § 5-11-1.27(1), which requires written notice of any known misappropriation of
public funds to the State Board of Accounts and the local prosccuting attomney.

In response 1o these questions, the Stake Board of Accounts amended State Examiner Directive 2015-6,
which was onginally issued on November 18, 2015, The amended directive addresses or clasifies the
following issuc:

Materiality policies must consider Ind. Code § 5-11-1-27(1), which requires public officials who have
actual knowledge of o reasonable cause 10 believe that there has been a misappropriation of public funds
10 immediately send written notice of the misappropriation o the State Board of Accounts and the
prosecuting attomey. There is no materiality threshold applicable (0 Ind. Code § 5-11-1-27(1). Ths,
whenever a political subdivision has actual knowledge or is reasonably certain that a misappropriation of
public funds has occurred (regardless of the dollar amount), the political subdivision must scnd writicn
notice of the misappropriation (o the State Board of Accounts and the local prosecuting attomey
Misappropriation occurs when an employce of in-house contractor of the political subdivision wrongly
takes or embezzles public funds. When there is a known misappropeiation of embezzlement of public
funds by an internal actor, materiality is imelevant. Indiana law requires the political subdivision (o report
the activity (o the State Board of Accounts and the local prosecutor. Ind. Code § 5-11-1-27(1)

Sincerly,

Rl O
Paul D. Joyce, CPA
State Examiner
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